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KEY ECONOMIC INDICATORS 


Values in Billions of BF unless otherwise stated (1) 


Average % of 
% Change Change 1973/72 
Item 1971 1972 1973 1973/72 and 1972/71 


INCOME, PRODUCTION, EMPLOYMENT 
GNP at current prices 1,419 1,583 L795 413.4% +12.4 
GNP at constant 1963 prices 1,014 1,056 1,136 + 5.7% + 4.9 
Per Capita GNP at current prices 
in BF 146,350 162,750 183,950 %*13.4% "12.3% 
Savings as % disposable income 21.5 23.7 22.1 - - 
Investment as % current GNP 22.8 22.0 22.5 - 
Indices: 
Industrial production (1963=100) 140 147 152.3 
Average industrial wage 
(1963-100) 203 231 269.3 
Coal Production (1,000 MT) 10,960 10,499 8,842 
Electric power consumption 
(mil. KWT) 31,066 34,566 37,795 
Unemployment rate (year average) 304y 3.8% 3.9% 


MONEY AND PRICES 
Money Supply 465. 530. 556.8 “3.0 
Public Debt 644. 711. 764.8 "7.0 
Domestic 618. 700. 756.8 *%*8.12 
External Zs io 8.0 -29.8% 
Discount rate, National Bank (2) 55 Ss 1.135% - 
Price Indices: 
Retail (1966=100) 118. ‘ 134.1 
Wholesale (1953=100) 124. : $45.1 


BALANCE OF PAYMENTS AND TRADE 
Gold and foreign exchange 
reserves 164.5 194.3 219.1 412.8% 
Balance of payments (3) +22.4 *18.3 436.8  %*1072 
Balance of Trade ~8.825 +29.197 +17.590 - 
Total Exports FOB 620.238 710.970 868.703 %*22.0% 
Exports to U.S. 41.338 43.367 48.794 ,.t13.0% 
Exports to Common Market 425.983 472.226 (4634 .630'9%34.0% 
Total Imports CIF 629.063 681.773 651.112 +*25.0% 
Imports from U.S. 40.220 * 38.422 47.984 +25.0% 
Imports from Common Market 397.696 “ar a i +36.0% 
3 


Main imports from the U.S. (January - November, 1973; in millions of Belgian francs): 
Machines and industrial equipment 8,549; transport equipment 5,295; agricultural 
products 4,401; chemicals 4,199; minerals 3,290; precious stones 3,019; base metals 
2,890; plastics and artifical rubber 1,789; optical and precision instruments 1,690. 





NOTES 


(1) 


The Belgian franc-dollar exchange rate varied so significantly 
during the years covered in this chart that any conversion of 
Belgian figures into dollars would cause distortions in year-to- 
year comparisons of data. Exchange rate variations for the 
commercial franc during this period were as follows: 


September 21, 1949 - December 19, 1971 BF 50.00=$1.00 
December 20, 1971 - February 13, 1973 BF 44.81=$1.00 
February 14 - June 30, 1973 (floating 

average) BF 39.43=$1.00 
July 1 - December 31, 1973 (floating 

average) BF 38.03=$1.00 
January 1 - February 28, 1974 (floating 

average) BF 41.41=$1.00 


Discount rate of Belgian National Bank raised to 7 percent on 
October 4, 1973; to 7.75 percent on November 28, 1973; and to 
8.75 percent on February 1, 1974. 


With United Kingdom, Ireland and Denmark. 


Belgian exports to the other EC-4 plus United Kingdom, Ireland 
and Denmark totaled BF 485.498 billion in 1972. 


Belgian imports from the other EC-4 plus United Kingdom, Ireland 
and Denmark totaled BF 496.725 billion in 1972. 





SUMMARY 


The Belgian economy, which grew by nearly 6 percent in terms of 

real GNP in 1973, is expected to achieve a slower rate of growth 

in 1974, largely as a result of the effects of world petroleum 
price increases. Although the full effects of these price increases 
have not yet been felt in Belgium, government planners estimate 

that real GNP will increase by only 2.5 to 3 percent in 1974, 

while retail prices are expected to rise by 10-12 percent. 
Government analysts also estimate that the Belgian current account 
surplus, which reached BF. 42.9 billion ($1.072 billion) in 1973, 
will either be entirely eliminated or will register a slight surplus 
in 1974, as a result of trade and production slow-downs expected to 
result from world petroleum price increases. 


A new Belgian government, currently in the process of formation 
after recent elections, will be faced with the challenge of 
controlling inflation and minimizing unemployment, which rose to 
4.1 percent of the labor force in early 1974. Thus far, employment 
cut-backs as a result of the energy situation have been minimal 

and have occurred principally in the automotive industry, the 
textile and clothing industries, and the hotel and restaurant 
sectors. 


During 1973, Belgium significantly increased its imports of certain 
U.S. products -- particularly in the agricultural and high technology 
sectors. Demand for these products is expected to grow, but 
possibly at a slower rate of increase than last year. As a result 
of the U.S. dollar devaluation, the competitive position in the 
Belgian market has significantly improved for the following U.S. 
products: Aviation electronics and instrumentation, electronic 
components, telecommunications equipment, electronic process 
control instrumentation, hand tools, statistical and accounting 
machines operating in conjunction with punched or electromagnetic 
cards, and low-priced desk-top electronic calculators. During the 
coming year, Belgium is also expected to increase its purchase of 
U.S. coal, textiles, and instrumentation and auxiliary equipment 
for nuclear power plants. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Real Growth vs. Inflation 


After 18 months 6f strong economic growth, the Belgian economy 
began slowing down in late 1973. Just before the petroleum crisis 
of last autumn, experts predicted that real GNP in Belgium -- 
which attained a 6 percent annual growth rate in 1973 -- would 
increase by only 4.5 percent in 1974. As a result of expected 
slow-downs in production and trade stemming from petroleum price 
increases, government officials now estimate that the growth rate 
of real Belgian GNP will be reduced to 2.5 to 3 percent in 1974. 


With an outward looking, trade-oriented economy, in which exports 
account for more than 40 percent of total GNP, Belgium is strongly 
affected by the economies of its EC trading partners, -- particularly 
the Netherlands, West Germany and France. Like its EC neighbors, 
Belgium is currently facing problems of inflation and rising 
unemployment which have been aggravated by the petroleum price 
increases, 


Retail prices in Belgium increased by 7.2 percent in 1973, which was 
the lowest rate for any 0.E.C.D. country outside of Luxembourg. 
Belgian retail prices, however ,are expected to increase by 10-12 
percent in 1974. Belgian wholesale prices, which increased by 

12.3 percent in 1973, are expected to continue to increase at the 
same rate in 1974. 


In addition to anticipated higher costs of energy -- rising wages, 
rising prices of raw materials, and deficit Government spending 
are expected to exert inflationary pressures in Belgium this year. 
Industrial wages, which increased by 14.8 percent in 1973, are 
expected to increase by 14.6 percent in 1974. Capital equipment 
expenditures, on the other hand, are starting to level off. The 
Economics Ministry reports that expenditures for new plant and 
equipment totaled BF 219 billion*™ ($5.4 billion) in 1973, which was 
a 4.2 percent increase in real terms over the 1973 level. The 
Ministry predicts that these expenditures will reach BF 246 billion 
($6.1 billion) in 1974, which would be a 2.3 percent increase in 
real terms over the 1973 level. 


Impact of International Petroleum Situation 


Although petroleum currently supplies almost 60 percent of Belgian 
energy needs, industrial production in the major sectors was not 
significantly affected by five and ten percent cuts in petroleum 
supplies instituted last November and December by the GOB in response 


Dollar figures used in this report are calculated at the exchange rate 
of BF 40 = $1.00. 





to reduced external supplies. Thus far, employment cut-backs as a 
result cf the energy situation have been minimal and have occurred 
principally in the automotive industry, the textile and clothing 
industries, and the hotel and restaurant sectors. As a result of 
these cut-backs, along with structural probtems and seasonal factors, 
the national unemployment level rose from an average of 3.9 percent 
of the labor force in 1973, to 4.1 percent in early 1974. The GOB, 
which has traditionally placed high priority on minimizing unemploy- 
ment, is expected to adopt policies aimed at reducing the current 
4.1 percent level, which is considered high in Belgium. One sign 

of optimism was the recovery of new car sales in February 1974, 
which were slightly above the level of the previous year. This 
contrasted with sharp declines in November, December and January -- 
when new car sales averaged 15.7 percent below the levels of the 
previous year. 


Other sectors heavily dependent on petroleum are currently faced 
with uncertainty. The full effects of the increases in world prices 
for crude petroleum have not yet been felt in Belgium, and will only 
become apparent during the remaining months of this year. 

The industries which will be most affected by higher petroleum costs 
are chemicals, iron and steel, construction, and finished textiles. 
About 31 percent of refined petroleum products consumed annually in 
Belgium are for industrial use. 


With petroleum supplying 58.9 percent of the country's energy needs 
in 1972, the remainder was supplied by coal (26.2 percent), natural 
gas (14.9 percent), and hydroelectric and nuclear power (.03 percent). 
In the short term -- particularly in 1974 -- there is little possibi- 
lity for interchanging petroleum with other energy sources with the 
exception of electric power generation, where a program is currently 
underway to significantly increase the percentage of electric power 
created from coal. 


As a result of this program, and increased use of coal in certain 
industrial sectors, Belgian coal imports are expected to outpace 
declining national production for the first time in 1974, when coal 
imports will reach 9.3 metric tons, as compared with 7.2 metric tons 
in 1973. In coming years, an increasing proportion of electricity 
in Belgium will be supplied by nuclear reactors, which are expected 
to produce 26 percent of the country's electricity needs by 1980. 


Balance of Payments 


At the end of 1973 Belgium was in a strong balance of payments position, 
with an estimated current account surplus of BF 42.9 billion ($1.072 
billion). A positive trade balance accounted for about BF 17.5 billion 
of the current account surplus, and a large share of the remaining 

BF 25.4 billion resulted from income on foreign investments and inflows 
of short term capital in response to the strength of the Belgian franc. 





As a result of net outflows of long term capital, however, the 
overall Belgian balance of payments surplus was estimated at 
BF 36.8 billion in 1973. 


Belgian Government analysts currently predict that as a result of the 
economic effects of the petroleum price increases, the Belgian balance 
of payments will either be in equilibrium or will register a slight 
surplus in 1974. With foreign trade playing such a prominent role 

in the Belgian economy, the balance of payments impact of the 
petroleum price increases will largely depend on the extent to 

which these increases can be added to the prices of Belgian exports, 
and the strength of demand for these exports in neighboring EC 
countries. 


Fiscal and Monetary Policies 


A new government is currently being formed in Belgium following the 
elections of March 10, 1974. The fiscal and monetary policies of 

the new government will be undoubtedly shaped in the coming months 
according to whether inflation or unemployment becomes the greater 
problem. The central government budget, submitted to Parliament 

in October 1973, called for a slight surplus of receipts (BF 473.6 
billion) over ordinary expenditures (BF 473.4 billion). An additional 
BF 146.4 billion was budgeted for capital expenditures, which are not 
included in the ordinary budget. 


The new government, however, is likely to formulate new policies 
concerning regionalization and education which will require government 
spending beyond the previously budgeted levels. If the current 
relatively high level of unemployment persists, this will also result 
in significant additional government expenditures in 1974. GOB 
experts expect the energy situation to have a long term expansionary 
effect on the budget -- thereby posing potentially serious budgetary 
problems in 1974 and the years immediately ahead. 


Belgian monetary policy has been restrictive in the past year, as the 
rate of growth in the money supply dropped to 5 percent and the 
discount rate of the Belgian National Bank (BNB) reached 8.75 percent 
on February 1, 1974. In reaponse to the expected deflationary effect 
of a reduced balance of payments surplus, the new government may 
consider loosening private sector credit in 1974. 


Private banks in Belgium, however, consider lower interest rates 
unlikely in the near future. They point out that the BNB discount 
rate has been kept at unrealistically low levels in recent months 
by elected Belgian officials who wished to avoid tight credit restrictions. 
Belgian banks have therefore, since the fall of 1973, established their 
own "taux de base", or prime rate, for loans to preferred customers. 
This prime rate, now fixed at 9.75 percent, is expected to be raised 

in the near future to become more compatible with the higher rates 

now prevailing in neighboring EC countries. 





IMPLICATIONS FOR THE UNITED STATES 


Belgium in 1973 provided an expanding market for a number of : 

U.S. products -- particularly in the high technology and agricultural 
sectors. Market prospects for these products will probably remain 
favorable in 1974, although sales are expected to expand at a 

slower rate in view of the current economic slow-down aggravated 

by oil price increases. 


*Belgian imports in 1973 were up 25 percent over 1972 levels, while 
exports registered a 22 percent increase over last year's levels. 

(See table of Key Economic Indicators.) The larger surge in Belgian 
imports was in large measure due to the strong purchasing power of the 
Belgian franc. During the past year, this currency has appreciated 

in value vis-a-vis the U.S. dollar, the French franc, the British 
pound and the Italian lira -- making Belgian imports from these 
countries less expensive. 


In 1973 Belgium increased its imports from the United States by 

25 percent over levels of the previous year, while its imports 

from the expanded European Common Market were up 36 percent from 

1972 levels. Provisional statistics indicate that the U.S. increased 
its share of the Belgian import market from 5.6 percent in 1972, to 

6 percent in 1973. Belgian imports from its EC partners significantly 
increased in 1973 due to the admission of the United Kingdom, Ireland 
and Denmark to the Common Market. However, the EC share of the 
Belgian import market, which reached 71 percent in 1973, was actually 
a little less than the share of Belgian imports supplied by the EC 
countries plus the UK, Ireland and Denmark in 1972. 


Belgian statistics indicate that during the first eleven months of 
1973, Belgium significantly increased its imports of the following 

U.S. products: Agricultural produce (up 92 percent from 1972); 
transportation equipment (up 68.1 percent); textiles (up 17.8 percent); 
and machinery (up 17 percent). 


According to official U.S. statistics, total U.S. agricultural exports 
to Belgium reached a record value of $222.9 million (f.o.b.) in 1973. 
Soybeans, soybean meal and other oilseeds accounted for the largest 
share of U.S. agricultural exports to Belgium ($109.9 million), followed 
by grains and preparations ($41.4 million), animal products ($20.2 
million), tobacco ($16.5 million), fats and oils ($15.7 million), 
cotton ($7.7 million), and miscellaneous food products ($11,5 million). 
Predicting that 1974 will be another record year for U.S. agricultural 
exports to Belgium, experts forecast a 5 percent growth rate over the 
level attained in 1973, although this forecast could be modified by 
shifts in U.S. availabilities, price levels, EC production, etc. 


Statistics actually refer to imports and exports of the Belgian- 
Luxembourg Economic Union (BLEU). 





Belgian imports of transportation equipment vary substantially from 
year to year, depending on the number of Belgian purchases of U.S. 
aircraft and related equipment. The U.S. presently holds a dominant 
position in the Belgian market for aircraft and aviation electronics 
and instrumentation, but this dominance is now being challenged by 
the rise of a European aircraft industry. During the next two years, 
some major Belgian purchasing decisions will be made, offering 
potential sales opportunities for the U.S. aircraft and electronics 
and instrumentation industries. These anticipated purchases include: 
a) Selection by the Belgian Air Force of a replacement aircraft for 
the F-104; b) Sabena purchase of VHF equipment for eight of its 
Boeing 707's; and c) Possible Sabena purchase of a ground proximity 
warning computer. 


Major increases in Belgian purchases of U.S. textiles were made in 
1973 due to world-wide scarcities and improved competitiveness of 
American textiles following the devaluation of the U.S. dollar. 
Belgian imports were somewhat limited, however, by supply shortages 
in the United States. Belgian demand has remained strong for U.S. 
cotton and synthetic woven textiles, as well as synthetic knits. 


During the past year, market prospects in Belgium have improved 
significantly for a number of U.S. products which are now selling 

at more competitive prices following the U.S. dollar devaluations 

of 1971 and 1973. These products include electronic components, 
telecommunications equipment, electronic process control instrumentation, 
hand tools, statistical and accounting machines operating in conjunction 
with punched or electromagnetic cards, and low-priced desk-top 

electronic calculators. 


High interest rates and reduced activity in the public sector has led 
to a decline in the Belgian construction industry -- a decline which 
is expected to become even more pronounced during 1974. With public 
works and residential housing starts at low levels, construction 

of new offices and factories offers the best prospects during 1974. 

A general downturn in business activity which could result from 
energy problems, however, could affect this sector as well. 


The expected increase in Belgian coal imports this year will provide 
export opportunities for U.S. suppliers. The United States currently 
ranks behind West Germany and Poland as Belgium's third largest 
supplier of imported coal, which is chiefly used by steel mills in 
the morthern Flemish region. 


As a result of the world energy situation, Belgium is also expected to 
turn increasing attention in coming years to expanding its production 
of nuclear energy. In addition to Belgium's first nuclear power plant 
established at Mol in 1971, and a joint Franco-Belgian power plant 
established at Chooz, France in 1967, two Belgian nuclear power plants 
and one Franco-Belgian plant are scheduled to begin operations within 
the next 20 months. This activity is creating new markets for U.S-made 





instrumentation and auxiliary equipment for nuclear power plants, as 
well as radiation detection and measuring instruments. 


Uncertainties stemming from the Middle East oil situation during the 
past six months have produced several cross-currents affecting 

Belgian investments in the United States. While there has been a 
general slow-down in capital investments by large Belgian corporations 
in the U.S. during the past six months, there has been a marked 
increase in interest expressed by small corporations and individuals 
in buying interests in U.S. corporations, as well as short term personal 
investments and real estate. By the end of March, some large Belgian 
companies were once again considering plans for possible investment in 
the U.S. which had been temporarily "shelved" during the oil crisis 

of last fall. 


Belgian interest in tourism and business travel to the U.S. is 
expected to level off somewhat this year, after a major increase in 
1973. The number of non-immigrant visas issued in Brussels during 
the third quarter of 1973 was 39.5 percent above the level of the 
previous year. Since the fourth quarter of 1973, however, the number 
of non-immigrant visas issued in Brussels has been only slightly 
above the level of the previous year. 
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